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ALLARCO DEVELOPMENTS LTD. 


ANNUAL REPORT OF THE CHAIRMAN 


This Annual Report covers two periods, 
the twelve months ended October 31, 1972 
and a further two month period ending Dec- 
ember 31, 1972. This reflects a change in year 
end which will permit your company to fully 
reflect the operations of the financial corpora- 
tions which have government regulated Dec- 
ember 31 year ends. 


The operations for the year ended Oc- 
tober resulted in a net operating profit of 
$1,191,215 or 89¢ per share compared to a 
1971 profit of $672,574 or 50¢ per share (re- 
stated). The net profit for the current year 
including the gains and losses on disposal of 
assetsand investments amounted to 
$2,417,469 or $1.80 per share compared to a 
loss for 1971 of $23,503 or 2¢ per share (re- 
stated). 


Operations for the two month period show 
an operating profit of $90,537 or 6¢ per share. 
The total net profit including gain on disposal 
of fixed assets amounted to $1,143,557 or 83¢ 
per share. Traditionally the months of Novem- 
ber, December and January are the weakest 
of the year in terms of operating profits. 


AUTOMOTIVE DIVISION 


Total sales of this division increased to 
$17,275,000 from $15,500,000 resulting in a 
divisional profit of $386,475 compared to 
$213,793 for 1971. Crosstown Motor City is 
again the largest Dodge Chrysler dealer in 
Canada while Devonian Motors, which handles 
the American Motors, Volvo and Jeep lines 
showed substantial increases during the year. 
During the year and for the two months ended 
December 31, the sales continued to increase 
although the divisional profit is down slightly 
which is not unexpected for this two month 
period. 


Crosstown Motor City has opened a Re- 
creational Vehicle Centre which sells and 
services travel trailers, motor homes, tent 
trailers, boats and snowmobiles. It is expected 
that this division will contribute substantially 
to the automotive division profits. 


HOTELS AND RESTAURANTS 


This division showed substantial increa- 
ses in sales from $8,511,000 to $9,950,000 for 
the year ended October 31. These increased 
sales resulted in increased divisional profits 
to $1,107,249 from $947,000. The sales for the 
two month period are down from the annual 
rate, but this is to be expected as the volumes 
usually decrease in December. The twelve 
month period represents a full twelve months 
operations of the Winnipeg Oliver’s which 
opened in September 1971. On March 1, 1973 
the Chateau Lacombe was sold which will 
result in only two months revenue from this 
source for the 1973 year. 


The Peter Pond Hotel in Ft. McMurray, 
Alberta has been expanded from 40 rooms to 
90 rooms and a further expansion of 50 rooms 
is contemplated. The Company is also invest- 
igating the possibility of building another hotel 
in Edmonton as well as one in Vancouver. 


After the loss by fire of the Calgary 
Beachcomber on April 19, 1972 reconstruction 
of a restaurant, cabaret and lounge has been 
undertaken on the same site, to be known as 
Oliver’s/Old Bailey. It is expected this restau- 
rant will open in August 1973. The Beach- 
comber premises were covered by both 
property and business interruption insurance. 


With the planned expansion of this divi- 
sion, the sale of the Chateau Lacombe will 
not result in a serious loss of earnings. 


REAL ESTATE 


The results of the property rental division 
were virtually unchanged from the preceding 
year while the land sales were substantially 
increased basically due to the sale of 99 acres 
of land in South West Edmonton. This resulted 
in a significant profit for this division. During 
the two month period to December 31 no 
significant land sales were completed. During 
the year additional acreage was acquired near 
Edmonton which more than replaces the acre- 
age sold resulting in an increase in the net 
acres held for development. 


AVIATION DIVISION 

The sales of the Aviation Division to Oc- 
tober 31, 1972 were down from $4,900,000 to 
$3,800,000 due basically to the sale of LiftAir 
International Ltd. The sale resulted in a 
$45,000 profit to Allarco which is reflected 
under the gain on disposal of investments. 
Operations of the Aviation Division were im- 
proved from a divisional loss of $28,900 to a 
divisional profit of $101,000. During the year 
another Electra passenger-freighter aircraft 
was acquired to provide additional capacity 
for high Arctic charters as well as the sched- 
ule run from Whitehorse to Inuvik. In January 
1973 an F-27 Turbo Prop aircraft was acquired 
to provide additional charter capacity. It is ex- 
pected this division will contribute profits to 
the parent company. 


RADIO STATION C.H.Q.T. LTD. 


On November 5, 1971 the assets of Radio 
Station C.H.Q.T. Ltd. were sold resulting in a 
profit to the company of $936,000. The ap- 
proval of the sale, required from the Canadian 
Radio and Television Commission, was re- 
ceived in April 1972 at which time the opera- 
tions were turned over to the new owner. 
Until March 31, 1972 the cperations were con- 
ducted for Allarco’s acccunt and are reflected 
in the October 31, 1972 results. 


METROPOLITAN PRINTING 


Sales of this division have increased sub- 
stantially over the past three years and 1972 
operations resulted in a $35,000 profit com- 
pared to a $20,000 loss in 1971. Additional 
equipment has been obtained permitting the 
division to improve the quality of work and 
develop new markets. 


CONSTRUCTION OPERATIONS 


During the year the company’s shares in 
Clarendon Construction Ltd. were sold to our 
partner for a profit of $200,000. The sale was 
deemed expedient because very few Allarco 
lots would become available for Clarendon to 
build on in the next several years. 


During the year Redden Construction 
(1970) Ltd. was activated and contributed ap- 
proximately $4,000,000 total sales and $88,000 
profit to the 1972 operations. Allarco Develop- 
ments Ltd. owns 55% of this new company 
which is involved in the construction of high 
rise residential and commercial projects. 


FUTURE DEVELOPMENTS 


The most significant future development 
for Allarco is the Methanol Plant to be con- 
structed at Medicine Hat, Alberta. Part of this 
report is devoted to an explanation of this 
project. Construction will commence in April 
1973 for a planned completion of August 1974. 
A further expansion to the Peter Pond Hotel 
is being contemplated at this time as the area 
is developing at an accelerated rate. The com- 
pany '!s investigating the development of a 
plant to construct motor homes for the Recrea- 
tion Vehicle Centre. Also under investigation 
is the development of the Hotel complex in 
Vancouver. It is expected that a Shopping 
Centre will be constructed in the Riverbend 
area of South West Edmonton during 1973 
which should contribute significant revenues 
to the Real Estate Division by 1974. 

During the year Mr. J. J. LoPorto who is 
President of Allarco Chemicals Ltd. was added 
to your Board of Directors. Mr. LoPorto’s 
knowledge and experience has proven invalu- 
able through the development stages of the 
Methanol Plant. 

At this time we see no break in the 
favourable operating results for the coming 
year as all operations appear to be improving 
at this time. It must be remembered that land 
sales do not run at a steady or easily predict- 
able rate because of the inherent nature of 


‘land development. 


|! would like to thank the officers and 
employees of Allarco Developments for their 
loyal efforts and support throughout the year. 


Respectfully submitted, 


Cs QLD ALE. 


March 28, 1973 CHARLES A. ALLARD 


ALLARCO CHEMICALS LTD. 


On February 12, 1973 Alberta Gas Trunk 
Line Company Ltd. and Allarco Developments 
Ltd. jointly announced the formation of a new 
company to develop the $18.7 million Methanol 
manufacturing plant in Medicine Hat, Alberta. 
Construction of the plant, which will have a 
capacity of 600 tons per day or 63.5 million 
U.S. gallons per year, will commence in April 
1973 for completion in August 1974. 


Feedstock for the Methanol process is 
natural gas which will be obtained from the 
City of Medicine Hat at an initial price of 15¢ 
per thousand cubic feet escalating to 19¢ at 
the end of the ten year period. 


One third of the plant capacity or 
20,000,000 U.S. gallons per year has been sold 
to Georgia Pacific Corporation, a forest pro- 
ducts group based in Portland, Oregon, for the 
same ten year period. Three quarters of the 
contracted amount will be destined for U.S. 
markets. The balance of production will be 
sold in Canada and will, in large measure, 
meet present Canadian demand. 


Methanol is used extensively in the forest 
products industry and as a dehydrating agent 
in natural gas pipelines as well as in the manu- 
facture of many other chemical products. An 


expanding use for years to come will be the 
tertiary treatment of sewage. 


Financing of the Medicine Hat plant in- 
cludes a $1.5 million industrial incentive grant 
from the Federal Government. 


The plant will be constructed by Chemical 
Construction Company of Toronto and New 
York and during construction of the plant, 
approximately 270 persons will be employed. 
In operation, the plant will employ a work 
force of approximately 70. 


Projections indicate that, when in full 
production the plant will contribute in excess 
of $1.00 per share annual earnings to Allarco 
Developments Ltd. 


METHANOL MANUFACTURING 


CHEMICAL PRODUCTS 


PLYWOOD 
MANUFACTURING 


DEHYDRATING 
AGENT PIPELINES 


TERTIARY SEWAGE TREATMENT 


Winnipeg Oliver’s Dining 
Room / Old Bailey Lounge 
(inset) 185 Lombard Avenue, 
Winnipeg, Manitoba. Open- 
ed September 1971. 


Farm Division - Falher, (Peace River Block 
of Alberta.) 4,450 cultivated acres of rapeseed, 
wheat, barley and grass seed. 


Crosstown Motor City showroom - 104 Avenue 
at 120 Street, Edmonton, Alberta. “Canada’s larg- 
est Dodge Chrysler dealer’. 


Head Office Building - 10120-118 Street, 
Edmonton, Alberta. Occupied March 6, 1971. 
Allarco Executive Offices - Restaurant and Avia- 
tion Administrative Offices. 


North West Trust Company - Calgary Branch 
- One of nine branches in Western Canada. 


Metropolitan Printing - 10180-111 Street, 
Edmonton, Alberta. 
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ALLARCO DEVELOPMENTS LTD. AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 


OCTOBER 31 AND DECEMBER 31, 1972 


1972 1971 
ASSETS December 31 October 31 October 31 
CAS bees SRP eee es oo ae is og Cpe ne $ 569,063 740,888 TOC TT 
ACCOUNTS <TECEIV AID IS ata escs eee 4°265,115 S214 162 4,175,982 
Inventories, at the lower of cost or net realizable 

Value” 221-5 pete eee eee Bas See eee 5,962,723 5,490,285 4,576,759 
Prepaid expenses sn eee ee ee 463,533 496,879 512.345 
Loans and agreements receivable 403,095 403,656 SlOvico 
Land for development, at cost (note 2) Feet PAW 7,485,995 7,936,329 
Natural resources 2a tpCOS tment ee ee eee 230,018 205,015 250,102 
Investments *(Notese iain ces eee re ee es 6,464,966 6,330,830 4,938,524 
Fixed assets, at cost less depreciation (note 4) __ 39,680,939 43,085,166 41,663,762 
Deferred assets and goodwill (note 5) 1,482,170 1,468,580 1,343,243 


$67,105,059 


70,950,056 66,546,543 


On behalf of the Board: 


Khe Le. G@. G@tewd Director 


ee fe ea ACLOr 
Le 
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1972 1971 
LIABILITIES December 31 October 31 October 31 
Bankeadvances, secured: (note-6) 22222)... $ 4,708,530 4,947,581 4,306,180 
Accounts payable and accrued liabilities === 9,190,800 9,701,534 9,467,256 
Income tax payable pe NT ae ln OPT RE odetlS 151,118 ae 
Due to affiliated company on construction 

GOMUAC (See ee a ne Se lene 2 --- — 316,927 
7% Convertible debentures (note 7) es PAs 5,000,000 5,000,000 5,000,000 
Notes and debentures, secured (note 8) 1,941,916 2,274,242 2,902,951 
Mortgages and agreements, secured (note 8) 32.226,050 36,205,822 34,609,804 

53,210,414 58,280,297 56,603,118 

Minority interest in subsidiaries eons = 73,192 7304 105,104 
Depositeon sale, ofsaitcrait ..... ae — — 600,000 
Deferred income taxes (note 13) _..... 1,803,766 TALS, GOS 935,134 
Detengedsrevenue..(note:9) 2.2 ee 1,064,368 1,031,310 1,135,894 


Shareholders’ equity: 
Capital stock (note 10): 
Issued and fully paid Pas eee ee 3,973,/58 3,973,758 SHY Ass) Teele) 
ReraimedeCalmin OS tere eee 2. ee ee 6,974,561 5,831,004 S41 0oD 
10,948,319 9,804,762 7,167,293 


$67,105,059 70,950,056 66,546,543 


AUDITOR’S REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheets of Allarco Developments Ltd. and subsi- 
diaries as of October 31, 1972 and December 31, 1972 and the consolidated statements of operations, 
retained earnings and source and application of cash for the year ended October 31, 1972 and the 
two months ended December 31, 1972. Our examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company and subsidiaries at October 31, 1972 and December 31, 1972 and the results of their opera- 
tions and source and application of their cash for the year ended October 31, 1972 and the two 
months ended December 31, 1972, in accordance with generally accepted accounting principles ap- 
plied on a basis consistent with that of the preceding year as restated (see note 1). Eee 

Gee 


Edmonton, Albert vie 
march 30, 1973 Ls ay Velen Ctl 


Chartered Accountants 


ALLARCO DEVELOPMENTS LTD. AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF SOURCE AND 


APPLICATION OF CASH 


FOR THE YEAR ENDED OCTOBER 31, 1972 


AND THE TWO MONTHS ENDED DECEMBER 31, 1972 


Source of Cash 


Netiproiitstor the: year. = eee 


Add: Items not requiring a cash outlay 
Equity in earnings of subsidiary comp 


any 


Depreciation and amortization 
Deferredsincometaxess. 5 eae 
Minority shareholders’ interest 
Cost of investment sold or written off a 


Gost_of land “soldat eee 


Increase (Decrease) in bank advances 


Increase (Decrease) in accounts payable 


Deposit on sale of aircraft <2 =. 
Issue of mortgages and notes payable 
Disposal of fixed assets - 


Issue*of capitalistock 3-2 2 aes 


Application of Cash 


Increase (Decrease) in accounts receivable ___ 


Increase (Decrease) in inventories and 


prepaids 


Increase (Decrease) in loans receivable 
Land purchases and expenses capitalized _____. 
Investments in and advances to affiliates 


Additions toMfiixedtassets eee 


Payments on mortgages & notes payable 
Othernfasseisracquired) 22s. ee eee 


Deposit on sale of aircraft 


Increase (Decrease) in cash 


December 31 


1,143,557 


(49,046) 
202,539 
45,413 
(2,142) 


33,058 


1,373,379 


(239,051) 
(510,734) 
416,000 
3,644,489 


—~ 


4,684,083 


(948,387) 
439,092 
(561) 
91,222 
85,090 
442,801 
4,731,098 
15,553 


4,855,908 


(171,825) 


October 31 


2,417,469 


(257,227) 
1,447,237 
845,328 
95,073 
37,000 
588,342 
62,266 


(104,584) 


5,130,904 
641,401 
46,360 
3,863,855 
1,877,914 
220,000 


11,780,434 


1,038,180 
898,060 
27,931 
859,603 
Pis2-079 
4,024,960 
2,896,546 
295,959 
600,000 


11,813,318 


(32,884) 


1971 


October 31 


(23,503) 


(106,774) 

1,571,860. 
(428,798) 
694 
312,986 
256,083 
187,753 
200,647 


1,970,948 


2,744,731 
ets, 835 
600,000 
5,351,778 
3,424,160 
100,000 
15,323,552 


319,789 
(559,949) 
(258,955) 

3,790,631 
1,356,974 
3,926,216 
5,826,200 

449,933 


14,840,839 
482,713 


ALLARCO DEVELOPMENTS LTD. AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED OCTOBER 31, 1972 


AND THE TWO MONTHS ENDED DECEMBER 31,1972 


1972 


December 31 October 31 


COMER IOI 12) Gee ee (| $7,364,339 pe eateee eS 
Cost of sales, operating expenses and interest 6,983,487 40,498,128 - = 


380,852 4,087,355 


Head Office Expense ee a ee ee ee 76,562 415,729 


Denpemiurecintcl Sti ar oa. a Pe ets Merete) 350,000 


134,895 705,129 


Net profit before the undernoted expenses 245,957 3,321,626 
EYE} e) REO NAC) pyle eee ue Ny Beene 121 Ae ey ae eee Rea en =e 202,539 1,447,237 
Income taxes, (recoverable) _.. has re A 4,069 845,328 


Minority shareholders’ interest (2,142) 95,073 


204,466 2,387,638 


41,491 933,988 


Equity in earnings of unconsolidated subsidiaries 


TALS) Shi ue SS a sk ae ites Es eet rr 49,046 201,227 


STATOR Ol i rmmene rss ee Oe og 9053 (— (1,191,218 


Gain (loss) on disposal of fixed assets and 


investments:(note 14). 2.6 1,053,020 1,226,254 


Nei protitniOSs) TOTAthes Vea sss. eo es tt ( 1,143,557 7 2,417,469 


QOperalnGeOLOnlpelashlakews: ee. oy eee $ .06 
Neteproiitdoss) permshare, 2s. ote ee Sco 


Casha OWwspemshalere ws i 28 eo se $1.00 


1971 


October 31 


38,939,291 
36,563,222 


2,376,069 
298,192 
350,000 
648,192 

Wete(.orr 

1,571,860 

(410,477) 


694 


15162,077 


565,800 


106,774 


672,574 ee 


(696,077) 
(23,503) 
50 

f (02) 4 —— 


1.48 


ALLARCO DEVELOPMENTS LTD. AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED OCTOBER 31, 1972 


AND THE TWO MONTHS ENDED DECEMBER 31,1972 


1972 
December 31 October 31 


Balance: Beginning of period as previously 
fEPOrte cl pe ere eee ee tee ee $5,831,004 
Equity in earnings of unconsolidated 

SubSidiaries-(MOten 1) te ae ete ee eee cee eee — 


Prior year adjustment to deferred income tax 
(NOte.13)i ate ee see Eee ie, fe ee — 


As Testated 6 42 Sea ee eee 5,831,004 
Cae ea Bee oe 14143557 
Balances Endof  penOd ies) eee ee eee $6,974,561 


Net profit (loss) for the period 


1971 
October 31 


3,365,040 
158,912 


(86,914) 
3,437,038 
(23,503) 
3,413,535 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Principles of Consolidation and Change in Accounting Principles: 


The consolidated financial statements include the accounts of all subsidiary companies. Because 
of the fiduciary nature of the assets of Western Pacific Financial Corporation Ltd. the accounts 
of this subsidiary have been included by using the equity method of accounting as set out below. 


Western Pacific Financial Corporation Ltd. holds the following investments: 


Number 
of 

North West Trust Company: Shares 

Common: Shakesi. a eee eee 202.150 

First preferred participating shares 32,677 
Seaboard Life Insurance Company: 

CGOMIMONES AGC See ee ee 328,975 
People’s Management Ltd. 

(manager of Dominion Mutual Funds): 

Compion;shates = 2 ee eee 1,000 


Percentage 
of 
Ownership 


93.2% 
15.8% 


61.2% 


100.0% 


Affiliated companies in which Allarco owns 50% or less have not been consolidated and only 


the cost of these investments is included in these financial statements. 


Effective November 1, 1971 as recommended by The Canadian Institute of Chartered Accoun- 
tants, the equity method of accounting was adopted with respect to the Company’s holdings 
of the outstanding shares of Western Pacific Financial Corporation Ltd. (holding investments 
as set out in note 1.) Previously these investments were carried at cost and income thereon 


was included in earnings only to the extent received as dividends. 


To give effect to this change, the Company included in October, 1972 and December, 1972 
earnings, its equity in the subsidiary company’s earnings for the periods then ended, restated 
its earnings for 1971 on a comparative basis, and included in 1971 retained earnings its equity 
in undistributed earnings of previous years; the value shown in the balance sheet for this in- 


vestment has been increased accordingly. 


This change in principle resulted in an increase of $257,227 in earnings for the year ended 
October 31, 1972 and $49,046 for the two months ended December 31, 1972 which amounts 
to $ .19 and $ .03 per share respectively. The excess of the Company’s equity in the under- 
lying net assets of Western Pacific Financial Corporation Ltd. over the cost of the Company’s 
investment in that company at dates of acquisition is not material. 


2. Land for Development: 


Land is stated at original purchase price plus carrying charges which include interest and real 


estate taxes pertaining to the specific property. 


Dec. 31, Oct. 31, 
1972 1972 

OpeninGivalanee ee ec eee be ee $7,485,995 7,936,329 
PACOCISIUON St eae be ie | ke ee i re 58,320 556,448 
Carrying costs and local improvements ___ 32,902 303,155 
TOR 2UL 8,795,932 

OSs plait aSOl Coe ee og ee — 588,342 
- transferred to fixed assets — 721,595 

Closings DalanCe peers tea Penta Segre oes Seits GisOr tons 7,485,995 


Oct. 31, 
1971 


4,646,355 
3,249,300 
541,331 


8,436,986 


228,348 
272,309 


7,936,329 


Land for development at December 31, 1972 with a cost of $6,592,333 has been appraised by 
Jellis Appraisal Co. Ltd. dated December 8, 1972 at $11,566,000. The balance of the land with 
a cost of $984,884 has not been appraised. The total of the appraised land value and the un- 
appraised land at cost is $12,550,884 resulting in an appraisal surplus of $4,973,667 which is 


not reflected in these financial statements. 
Investments: 


Investment in subsidiary is valued at cost plus the company’s share of the equity gain since 


acquisition; other investments are valued at cost. 


The investments are as follows; October 31, 1971 figures for investment in subsidiary have 


been restated as set out in note 1. 


Dec. 31, Oct. 31, 
Shares: 1972 1972 
Subsidiary, on equity basis ___ a) fe eee $3,198,222 3,149,176 
Affiliated companies, at cost. 16,432 16,422 
@inere-ateCOSt o-mewe fee 2k ee ere & oes 120,030 128,035 


3,337,689 3,293,633 


Advances, at cost: 
SV SS CHETAN = 2Oe ae ne ee Snes ee eee 5,883 3,383 


Affiliated companies _...___ pwhanwnls gran sp came — 1,250 
Joint venture ___ Mee ee, Se RN 3,121,094 3,032,564 
CRAY OPT 303/197 
$6,464,966 6,330,830 


Oct. 31, 
1971 


1,982,216 


16,536 
165,035 


2,163,787 


446,546 
2,328,191 


2,774,737 
4,938,524 


No meaningful market value is available on the investment in subsidiary as the investment 
constitutes control, while with respect to the affiliated companies the majority are private 
companies for which no market value is available. 


4. Fixed Assets: 
Property, plant and equipment, at cost less accumulated depreciation: 


Dec. 31, Oct. 31, Oct. 31, 
1972 1972 1971 
AULOMONIVG <i Bele ie ee eee eee $ 3,771,694 3,592,205 3,575,161 
Hotel “and Restaurants serene eee ees 9,084,819 9,112,099 8,615,914 
Real “estate <tr Ce eee eee 21,574,750 25,143,951 22,928,531 
Aviation: (inchiding@aircrant)) = ems ee 3,882,959 3,848,552 5,182,936 
OUI GN, a ee a ee Se 1,366,717 1,388,359 1,361,220 
$39,680,939 43,085,166 41,663,762 
The company’s depreciation policy is: 
BUNGIT\GS: eine eer er ee ence ee ee 5% - 50 year sinking fund method 
Automotive Equipment _....... ey 20% to 30% straight line method 
AIC Chait ote ere 2 oe eee eke eee an eee, 8%3% straight line method 
Office-and: shop equipimen t= sa. =e eee 7.9% straight line method 


Leased aircraft are depreciated over the term of the lease. 


Accumulated depreciation totalled $4,614,873 at December 31, 1972, $4,473,865 at October 31, 
1972 and $4,548,296 at October 31, 1971. 


Long Term Leases: 


Two buildings with a total cost of $6,500,592 are located on land held under long-term leases, 
all of which have an unexpired term of at least 89 years. The lease obligations on these 
properties for each of the next five years are $89,250 per year. 


Dec. 31, Oct. 31, Oct. 31, 

5. Other assets, at Cost less Amortization: 1972 1972 1971 
Preopening.expenses 222 = = 3 laeor 32,445 127,704 
Goodwill on acquisition of subsidiaries ____. 750,565 756,465 742,770 
Deferred development expenses 713,748 679,670 472,769 
$1,482,170 1,468,580 1,343,243 


The goodwill figure arises principally from the acquisition of Devonian Leaseholds Ltd. (Ed- 
monton Steak Loft and Edmonton Beachcomber) and International Jet Air Ltd. 


During 1971 the company adopted a policy to write-off goodwill at the rate of 5% of cost per 
annum on a straight line basis. Amounts of $35,350 during the year ended October 31, 1972 
($35,350 - 1971) and $5,892 during the two months ended December 31, 1972 have been writ- 
ten off and included in depreciation and amortization. 
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6. Bank Advances: 


Bank advances are secured by a general assignment of book debts and a fixed and floating 
charge debenture payable on demand. 


7. 7% Convertible Sinking Fund Debenture Series A: 


Pursuant to the Trust Deed dated May 2, 1969 the company covenanted to establish a Sinking 
Fund for the retirement of these Series A Debentures by payments of $175,000 each year from 
1974 to 1987 inclusive. The Debentures are dated June 1, 1969 and will mature June 1, 1989; 
they are secured by a first floating charge on all of the company’s assets. Each $1,000 Deben- 
ture is convertible at the holder’s option up to October 31, 1974 into 75 fully paid non-assess- 
able common shares of no par value; subsequent to that date, until maturity, into 65 fully paid 
non-assessable common shares of no par value. Interest is payable half-yearly on June 1st 
and December 1st in each year. 


8. Long-term Debt: 


(a) Mortgages and agreements payable at an average rate of 8.09% mature between 1973 and 
2001. Principal payments due in the next five fiscal years are: 


RS LAS Mo ee es ns ee ee ere aae $1,659,011 
S14 eee ieee aos LO aA ERY Roe a i $1,498,601 
Cis hea gee Oar ey eee Sere $1,403,133 
JES fl Shae SN Rice) Gh iene, eerie orate hee een $1,339,190 
OTe De Keraead Kaine v tucomn ee nehdende ie $1,350,566 


(b) Notes and debentures payable at an average interest rate of 8.31% mature between 1973 and 
1984. Principal payments due in the next six fiscal years are: 


EST ESS ees 2 067-21 Nain eet eo) 8A Ae ae $424,353 
Ol As ec eerel ees (NE Laetitia Ota $331,250 
RSI O a: cate SF SRO ca ce Se MOS ore $297,671 
ESN A Of See A Sak ERR ROMs athlete: APE $181,250 
1 FS Yer ORES eae OREN ss eS Ln SA $ 21,250 
ESF fs het it CN ae CONE Os Md ea a $ 16,250 


Interest on long-term debt included in cost of sales in the Statement of Operations amounted 
to $3,162,140 for the year ended October 31, 1972 (1971 - $3,078,527) and $502,854 for the two 
months ended December 31, 1972. 


9. Deferred Revenue 


Included in deferred revenue is an amount of $653,591 which represents the remaining profit on 
a sale of land to an unconsolidated subsidiary. The sale price was based on the then current 
appraisal value of the land and profits are being recognized as the land is sold or developed. 
During the year ended October 31, 1972 a profit of $261,673 has been taken up in the ac- 
counts. 


| ESRI OUR ie eee reece 
10. Capital Stock: 


The authorized capital is 3,500,000 common shares without nominal or par value to be issued 


for a maximum consideration not to exceed $10,000,000. 
The issued and fully paid common shares are as follows: 


Number of shares Value received 


balance OCctopero 1 07 ne eee 1,339,788 $3;7539/ 50 
SharestiSSUCd MOR Casi =e meee tee ee 40,000 220,000 
Balance, October 31 and December 31, 1972 1,379,788 $3,973,758 


The company has granted options which expire March 2, 1977 to directors (15,000), employees 
(13,000) of the company and subsidiaries to purchase shares at $5.50 per share, 7,000 shares 
have been reserved for options which may be granted in the future. In addition 375,000 shares 
have been reserved for conversion of debentures as set out in note 7. 


If these shares had been outstanding the fully diluted earnings would have been $ .65 per share 
for the two months ended December 31, 1972 and $1.47 per share for the year ended October 
Si, 1Or2: 


11. Renumerations to Directors and Senior Officers: 


Remuneration to directors and senior officers was as follows: 


Two Months 


ended Year ended Year ended 
December 31, October 31, October 31, 
1972 1972 1971 

Paid by Allarco Developments Ltd. $26,833 152,166 127,000 

Paid: by: SUDSICIALY 2 —-an ete nee eee eee 2,000 27,000 12,000 

Total 22.7 22s ae one = ee eee eee $28,833 179,166 139,000 

12. Sales and Profit by Division: 
1972 1971 
December 31 October 31 October 31 

Divisional Divisional Divisional 

Sales Profit Sales Profit Sales Profit 
Automotive $2,798,921 25,405: 9 17-275:430 386,475 15,497,039 213,793 
Restaurants ____- 1,619:215.) W257.043 9,950,485 1,107,249 8,511,451 947,341 
RealEstate” 22 = 669,225 87,198 6,342,131 2,126,044 4,586,616 864,736 
Aviation = = 61417392 (105752) 5s (oo ANS 101,059 4,893,840 ( 28,900) 
Other 2a 1,665,586 21,958 7,252,024 366,528 5,450,345 379,099 
$7,364,339 380,852 44585483 4,087,355 38,939,291 2,376,069 


13. Prior Period Adjustments: 


As a result of a decision by the Exchequer Court of Canada deeming the gain on the disposal 


of certain land to be a taxable transaction, the company has amended its tax return for 1964 
and has claimed additional capital cost allowances amounting to $636,940. Deferred income 
taxes relating to that year have therefore increased by $318,470. 


Prior to 1972 a subsidiary company provided in its accounts only taxes payable on its taxable 
income. During the current year this subsidiary company has converted to the tax allocation 
basis of recording income taxes. Accordingly, deferred income tax debits relating to 1971 
amount to $496,458 and $231,556 relating to 1970 and prior have been recorded in the ac- 
counts. 


Accordingly, retained earnings at October 31, 1971 have been restated to reflect the $318,470 
increase and the $231,556 decrease in deferred income taxes applicable to the years 1970 and 
prior. The provision for income taxes in 1971 has been reduced by $496,458 to record the 
effect of the deferred income tax debit relating to 1971. 


14. Gain (loss) on Disposal of Fixed Assets and Investments: 


15. 


16. 


Year ended October 31, 1972 


Saleror assets, of: Badio- station CHOY Lid. 225... eh CIE tts REE nl che, BAe Pee $ 936,736 
Sale of Clarendon Construction Ltd. and LiftAir International Ltd. shares 247,720 
OUTS Eee eae a We Meat rete nk the ale eal dae ec 2 S 41,798 


$ 1,226,254 
Two Months ended December 31, 1972 
Sa lCzOlcabke nov ala OWLS aADallINOMitS mes os et oes em ease eee coe et eee ee $ 1,053,020 


Contingent Liabilities: 


The company is contingently liable as an endorser of customers’ secured notes arising from 


retail sales in the automotive division for the amount of $2,079,494 at December 31, 1972. 


The company has initiated a claim with respect to Southern Petro-chemical Corporation which 
the claimant has defended with a counter claim for a lesser amount. 


Subsequent Events: 
On March 1, 1973 the Chateau Lacombe, an Edmonton hotel, carried in fixed assets, was sold 


resulting in a net profit to the Company in excess of $1,500,000. 


HISTORIC REVIEW 


wo Months 
December Year 
1972 1972 1971 1970 1969 1968 
Sales aes tes hoes eee $ 7,364,339 44,585,483 | 38,939,291 38,191,705 28,910,530 25,174,979 
Operating profit _ 90,537 (eral Aa ks 672,574 960,315 538,830 398,666 
Gain or (loss) on 
disposal of fixed 
assets and 
investments 1,053,020 1,226,254 (696,077) — — — 
Net profit (loss) for Seria eh aaa Rey ek 
the period, 2 oreo os 2,417,469 (23,503) 960,315 538,830 398,666 
Operating profit per 
Shaler 20 eee $ .06 .89 50 74 ‘ay. .40 
Net profit (loss) per 
Shale, ae ee es $ .83 1.80 (.02) 74 74 .40 
Cash flow per share ___ $1.00 3:83 1.48 2415 1.61 1.49 
Average shares 
outstanding! = 2 1,379,788 1,339,788 | 1,329,788 1,306,932 1,146,282 1,000,000 


Shareholders’ equity | $10,948,319 9,804,762 | 7,167,293 7,031,403 5,937,932 2,310,162 


Unrecorded appraisal 
surplus of developed 
landeeaee=- ee ae $ 4,973,667 5,002,651 | 5,649,476 4,761,097 3,744,544 N/A 


